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 I. A CROSS-STATE COMPARISON OF TAX LEVELS  

 
This section compares Georgia with other states in terms of tax levels and how tax burdens in Georgia have changed over time.  Two 

measures are used: taxes per capita and taxes per $1000 of personal income.  Each measure is calculated for state and local taxes, state taxes, and 
local taxes, where local includes counties, municipalities, school boards, and special districts.  Tax data are from the Bureau of the Census; 2004 is 
the latest year data is available. 

 
The first table shows the tax burden for Georgia while the second table shows how Georgia ranks nationally for each category. 
 
 
■ In terms of taxes per capita: 
 

o Georgia’s total state and local taxes per capita increased 63 percent between 1981 and 2004. 
 

o Georgia’s state and local taxes per capita grew slightly more than the average U.S. state from 1981 to 2004 (8 percent more than 
the average). 

  
o Over the period both state taxes and local taxes grew, but local taxes grew faster.  

 
o Overall, Georgia ranked 37th in 1981 and 35th in 2004 in per capita state and local taxes. 

 
 
■ In terms of taxes per $1000 of income: 
 

o Georgia’s total state and local taxes per $1000 of income increased 2 percent between 1981 and 2004, from $95 in 1981 to $97 in 
2004 (in real terms). 

 
o Georgia’s overall ranking fell from 30th in 1981 to 39th in 2004.  

  
o Georgia’s state taxes per $1000 of income decreased from $62 to $55. 

 
o Total local taxes per $1000 increased; Georgia went from 32nd in 1981 to 20th in 2004. 
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Georgia’s Revenue-Summary 
 

 ---------------Per Capita------------- ----Per $1000 of Personal Income----- 
 1981* 2004 1981 2004 

Total Taxes -State & Local $1,770 $2,877 $95 $97 
Total Taxes -State  $1,145 $1,634 $62 $55 
Total Taxes – Local $625 $1,243 $34 $42 
Personal Income Tax – State $393 $766 $21 $26 
Sales Tax – State  $383 $725 $21 $24 
Sales Tax – State & Local $466 $1,057 $25 $35 
Corporate Income Tax – State $9 $55 $5 $2 
Property Tax – Local $389 $872 $21 $29 
Source: Bureau of the Census. 
*Inflation adjusted. 

 
 
 

Georgia’s Ranking-Summary 
 

 -----------------Per Capita--------------- ---------Per $1000 of Personal Income--------- 
 1981 2004 1981 2004 

Total Taxes -State & Local 37 35 30 39 
Total Taxes -State  39 42 29 42 
Total Taxes – Local 37 24 32 20 
Personal Income Tax – State 18 16 16 14 
Sales Tax – State  26 42 20 39 
Sales Tax – State & Local 22 34 16 30 
Corporate Income Tax – State 23 39 22 39 
Property Tax – Local 39 29 37 26 
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■ Over the period 1981 to 2004, the state share of total taxes in Georgia fell from 65 percent in 1981 to 57 percent in 2004.  
  
 
■ Georgia’s total state and local taxes are fairly evenly balanced. Sales tax contributes 37 percent, while individual income tax and 

property tax contribute 27 percent and 31 percent, respectively.  
 
 

II.  FISCAL CAPACITY AND EFFORT 
 
 The fiscal capacity index measures the underlying ability of a state to raise tax revenue relative to the average across all states.   

   Capacity is based on income per capita.  The fiscal effort index measures the ratio of actual taxes raised to the state’s capacity.   
 
 ■ Georgia’s fiscal capacity is below the national average and is at the lower end of fiscal capacity of the comparison states. 
  
 ■ Georgia’s fiscal effort is below the national average, but is about average for the comparison states.   
 

 ■ Differences across states in fiscal capacity are largely explained by differences in income per capita.  
 

 
III.  TAX BURDENS BY INCOME LEVEL 

 
The following charts concern the distribution across income levels of the tax burdens for 9 comparison states. The chart shows the 

effective tax rate for state and local taxes for households in the lowest 20 percentile of income and in the highest 1 percent.  (The effective tax rate 
is the ratio of taxes paid to income.)   

 
■ The effective tax rate in Georgia is the third highest for both the lowest and highest income class of the 9 comparison states. 
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State & Local Tax Burdens, 2002 
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Source:  Institute on Taxation and Economic Policy, Who Pays?  A Distributional Analysis of the Tax Systems in All 50 States,   
January 2003. 
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The next three charts show the state and local tax burden by income class for three states: Missouri, Georgia, and Washington.  Missouri 

has a tax system that is the least regressive of the 9 states, while Washington has the most regressive tax system of the 9 states.  Georgia is in the 
middle.   

 
■ For all states: 
 

o Sales and excise taxes are highly regressive.  
 

o Income taxes are highly progressive.   
 

o The property tax is mildly regressive.   
 
■ The difference in the regressivity of the tax systems is due to the progressivity of the income tax in the state.   
 

o Washington has no income tax and hence its tax structure is very regressive.   
 

o Georgia’s income tax system is mildly progressive. 
 

o Missouri’s income tax system is very progressive. 
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State & Local Tax Burden - Missouri 
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January 2003. 
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State & Local Tax Burden - Georgia
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State & Local Tax Burden - Washington 
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IV.  REVENUE TRENDS IN GEORGIA’S TAXES 
 
This section presents a discussion of tax revenue trends for Georgia’s major taxes.   
 
 

A.  Trends in Total Revenue  
 
The following chart shows the ratio of total Georgia State government revenue raised from own-sources, i.e., excluding federal 

government grant revenue, divided by total personal income.  (The vertical bar denotes the increase in the state sales tax rate from 3 to 4 percent.) 
 
■ Since 1980, the percentage of income paid to the state in the form of taxes, fees, etc., generally ranged from 5.5 percent to 6 percent.   
  
■ The percentage exceeded 6 percent in 1990 when the sales tax rate was increased. 
 
■ In 2005, the percentage was 5.6 percent.  
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State Own Source Revenue 
as a Percentage of Personal Income
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Source:  Alan Essig, Georgia Budget and Policy Institute. 
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B.  Personal Income Tax Revenue 

 
The following chart shows the pattern of growth in individual income tax collections in nominal dollars—that is, these are the levels of 

collections as reported by the Department of Revenue for each fiscal year from 1996 to 2005. 
 
■ The graph demonstrates the strong and stable growth of the individual income tax, despite increased exemptions for some forms of 

income and increases in the level of exemptions for dependents over this time period. 
 
■ What is striking in the pattern of receipts is the downward notch in income tax receipts that hits in FY2002 and then again in FY2003.  

These trends are associated with the recession, which hit income tax receipts quite hard.  Since FY2003, the pattern has picked up and 
revenue growth has been strong. 
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Total Individual Income Tax Receipts
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Source: Georgia DOR. 
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The following graph shows the percentage change in individual income tax receipts between fiscal years.  It shows in more detail than the 

previous graph the pattern of ups and downs in receipts. 
 
■ The growth pattern shows that between FY1996 and FY2001 income tax receipts grew at a robust rate of between 7 and 13 percent 

per year.  These figures do not take into account changes in exemptions and deductions that occurred in 1998 and 2000. 
 
■ Between FY2001 and FY2002, individual income tax receipts declined in nominal terms for the first time in recent history.  This 

decrease in revenue continued in FY2003 but a rebound began in early FY2004. 
 
■ From FY2003 to FY2004, income tax receipts grew approximately 9 percent—still slightly below the average growth in the period 

from 1996-2001, but reflecting a response to the expanding post-recession economy.  The growth rate from 2004 to 2005 was a bit 
slower—around 6.9 percent.   
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Individual Income Tax Revenue Growth
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Individual income tax receipts are very closely related to personal income.  Since income tax revenues are derived by taxing components 

of personal income, we might expect to see a close relationship between income tax revenues and personal income. 
 
■ As shown in the following graph, income tax revenues as a share of personal income grew significantly from 1996 to 2001.  The ratio 

of income tax revenue to personal income was 2.56 in 1996, growing to 2.92 by 2001. 
 
■ The growth in income tax revenues relative to personal income was in part due to the increase in capital income and the increase in 

high paying jobs.  These types of income would be taxed at the higher marginal tax rate according to the tax schedule for the state of 
Georgia. 

 
■ The relationship between income tax receipts and personal income fell dramatically from 2001.  By 2002, the ratio was 2.65 and in 

2003 it was 2.5. 
 
■ The decline in the ratio is due to a loss of employment, a slight increase in transfer payments (which are largely non-taxable), and a 

reduction in capital income. 
 
■ In 2004 and 2005, this ratio increased to 2.57 and 2.58 due to expansion of employment.  We believe that there are still numerous 

capital losses and that taxpayers will not report significant increases in net capital gains for another two to three years. 
 
■ The ratio of tax receipts to personal income should continue to increase somewhat, but due to the slow recovery in higher paying jobs 

and the stock of capital losses in the tax system, it is unlikely that the ratio will reach 2.7 or higher for the next few years. 
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C.  Sales and Use Tax 
 
The next two charts focus on the sales tax. 
 
 

1.  Increase in Total Sales Tax Revenue 
 
■ Until the 2000-01 recession, sales tax revenue had increased nearly continuously.   
 

o Between 1977 and 2005, sales tax revenue increased from $686 million to $5,249 million, or an average of 7.25 percent per year 
(first chart). 

  
The vertical bar denotes the increase in the state sales tax rate from 3 percent to 4 percent.   
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Annual Sales Tax Revenue

$0

$1,000

$2,000
$3,000

$4,000

$5,000

$6,000

1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005

Year

R
ev

en
ue

 in
 M

ill
io

ns
 

 
Source:  Georgia Budget Report. 
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2.  Sales Tax Revenue and Income 
 
The next chart shows the trend in sales tax revenue per $1000 of income.  Note that the chart reduces post-1990 revenue for the increase 

in the sales tax rate to 4 percent.   
 
■ Sales tax revenue per $1000 of income has fallen nearly continuously for the past quarter of a century.  
 
■ There are many reasons for the decrease. 
  

o Consumption patterns have changed.   
 

• In 1983, commodities were 36.4 percent of personal expenditures, but 29.2 percent in 2003.  If that change had not 
occurred, 2003 sales tax revenues would have been an estimated $678 million more. 

  
• E-commerce has increased by 2.5 times between 1999 and 2003.  Since much of e-commerce is not taxed, this has reduced 

sales tax revenue.  
 

o Exemptions 
 

• The 1996 exemption for food for home consumption reduced FY 04 revenue by an estimated $700 million.   
 

• Other exemptions adopted since 1987 reduced sales tax revenues by another $100 to $110 million. 
 

o The recent slow down is due in part to the recession and to the post- 9/11 decrease in travel and to a shift from eating out to 
eating at home. 

 
■ If personal income had stayed on trend (i.e., there had been no 2000 – 2002 recession) and if the sales tax to personal income ratio 

had remained at its 2000 level, sales tax revenue in FY04 would have been $1,100 million larger. 
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Source:  Georgia Budget Reports, Bureau of Economic Analysis. 
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D.  Corporate Income Tax Revenue 

 
1.  Growth in Total Corporate Income Tax Revenue 

 
The following two charts show the growth in corporate income tax revenue for the period 1970 to 2004.   
 
■ Over the 35 year period, revenues, adjusted for inflation, increased at 0.5 percent per year.   
 
■ Between 1999 and 2004 corporate income tax revenues declined substantially, by 44.2 percent.   
 
■ The other thing to note is the wide swings in revenue, which are associated with recessions and expansions in the economy. 
 
 
 
 

 



  
 

22 

 
 

Corporate Income Tax Revenue

$0

$100

$200

$300

$400

$500

$600

$700

$800

$900

19
70

19
71

19
72

19
73

19
74

19
75

19
76

19
77

19
78

19
79

19
80

19
81

19
82

19
83

19
84

19
85

19
86

19
87

19
88

19
89

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

Year

In
 M

ill
io

ns

 
 
 



  
 

23 

 
 

 
2.  Relationship Between Corporate Tax Revenue and Total Personal Income 

 
The following chart shows the relationship between corporate income tax revenue and the size of the Georgia economy,as measured by 

personal income.   
 
■ Corporate income tax revenue per $1000 of personal income has been on a downward trend.  
 
■ Reasons for this trend: 
 

o There has been a shift from traditional corporations (called C-corps) to other forms of business (called S-corps and limited 
partnerships). 

 
o A shift away from the traditional three factor apportionment formula reduced revenue. 
 
o An increase in tax credits for economic development purposes.  In 1991, such credits amounted to $179,924.  By 2000 they 

amounted to $85,573,335.  It is reported that substantial credits have been carried forward by firms that have been unable to use 
the credits.   

 
o Firms have been more active in tax planning.  For example, by setting up what are know as Delaware holding companies firms can 

move profits to states with no corporate income tax.   
 
o Because the calculation of taxable income in Georgia is tied to the federal corporate income tax, changes in the federal system 

translate into changes in Georgia.  Several changes in the 1980s at the federal level, for example, accelerated depreciation, reduced 
taxable profit in Georgia. 
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Corporate Income Tax per $1000 of Personal Income
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E.  Fuel Tax Revenue 
 
The next chart focus on fuel tax revenue, including both the 7.5 cents per gallon tax and the 3 percent prepaid sales tax. 
 
■ Since 1980, Georgia’s fuel taxes increased 153.0 percent.   
 
■ Controlling for inflation, real fuel tax revenues increased by 6.9 percent, with most of the real increase coming in 2004 and 2005.   
 
■ On a per capita basis, fuel taxes increased 52.5 percent from 1980 to 2005.  
 
■ On an inflation-adjusted basis, fuel tax revenue per capita decreased 35.6 percent since 1980. 
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Georgia Fuel Tax Revenues Per Capita 
(1980-2005)
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F.  Property Tax Revenue 
 
The following charts focus on the property tax. 
 
■ Property taxes in Georgia increased from about $1.1 billion in 1980 to nearly $7.8 billion in 2004, or by 8.7 percent per year  
  
■ On a per capita basis property taxes increased from $199 in 1980 to $880 in 2004, or by 6.5 percent per year 
 
■ Property tax per $1000 of income increased from $23.53 to $29.54, or by an average of about 1 percent per year. 
 
■ Property taxes per capita were 66 percent of the US average in 1980, but 81 percent in 2004  
 
■ Property taxes per $1000 of income were 79 percent of the US average in 1980, but 90 percent in 2004. 
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Source:  U.S. Bureau of the Census. 
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Property Taxes Per $1000 of Income
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G.  Income Elasticity of Taxes 
 
The income elasticity of a tax measures the responsiveness of tax revenue to changes in the size of the economy as measured by changes 

in income.  The elasticity is measured as the ratio of the percentage change in tax revenue to the percentage change in income.  Thus, an elasticity 
of 1.25 means that a 10 percent increase in total income within the state results in an increase in tax revenue of 12.5 percent. 

 
The following charts show the annual elasticity for the period 1964 to 2005 for the state sales and income taxes.   
 
■ In general, the elasticities have declined over time.  The recent recession and recovery results in a very large swing in elasticities 

between 2003 and 2005. 
  
■ The big spike in 1990 of the sales tax elasticity is due to the increase in sales tax rate.   
 
■ The elasticities have declined because: 
 

o More of the increase in income has come in the form of income that is not taxed. 
  

o Increases in income do not result in households paying higher income tax rates.  
(Because the top marginal income tax rate is reached at $10,000 and most household have incomes that exceed this amount, there is 
little increase in income tax revenue due to taxpayers moving into higher income tax brackets.) 
 
o Consumption patterns are changing so that the share of income spent on taxable items is declining.  
  
o The additions of sales tax exemptions have reduced revenue growth. 
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Income Tax Elasticities

-3.5

-2.5

-1.5

-0.5

0.5

1.5

2.5

3.5

4.5
19

64
19

66
19

68
19

70
19

72
19

74
19

76
19

78
19

80
19

82
19

84
19

86
19

88
19

90
19

92
19

94
19

96
19

98
20

00
20

02
20

04

Year

E
la

st
ic

ity

 



  
 

33 

 
 

 

Sales Tax Elasticities
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V.  POLICY AGENDA 

 
This section presents a summary of recently enacted legislation and a list of tax policy changes for consideration.   
 
 

A.  Major State Tax Provisions 
 
2000 and Earlier:  
• In 1998, 2001 and 2003, the credit for purchase of low emission vehicles was expanded and clarified.  
• An income tax deduction for the Higher Education Savings Plan was introduced in 2001 (effective in 2002), and updated and 

expanded in 2002. 
• An income tax credit for driver’s education expenses was introduced in 2000. 
• An income tax credit for caregiver expenses was introduced in 1998. 
• Local sales tax options were expanded with the Education Special Purpose Local Option Sales Tax in 1996 and Homestead Option 

Sales Tax in 1995. 
 
2001: 
• Lawmakers passed and voters ratified modifications to the homestead exemption.  These modifications increased the homestead 

exemption for residents aged 62 and older.   
• Lawmakers passed and voters ratified modifications to the personal property tax exemption.  These modifications increased the 

tangible personal property exemption from $500 to $7,500 per individual.   
• Federal changes to reduce the Estate Tax effectively eliminates the state estate tax (unless changes are made). 
 
2002: 

• Georgia creates a sales tax holiday for two time periods in 2002.  The exemption applies to the purchase of clothing valued at less 
than $100 and to the first $1,500 on purchases of computer equipment.   
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2003:  
• The Individual Income tax retirement income exemption was increased as follows (the exemption was increased from exemptions set 

in previous years: Increased to $25,000 for 2006;  $30,000 for 2007;  $35,000 for 2008+ 
• The tobacco tax rate was increased to 37 cents per pack. 
• Georgia is one of 21 states that does not conform to the fedederal provision relating to Bonus Depreciation which was passed as part 

of the Job Creation and Worker Assistance Act of 2002 and modified in the Jobs and Growth Tax Relief Reconciliation Act of 2003. 
   
2005: 
•  Corporate apportionment formula change beginning in 2008; certain corporations will use a single factor gross receipts formula for 

apportioning their total income to Georgia.  The formula change will be phased in over a two-year period.  In 2006, the gross receipts 
factor of the apportionment formula is 80 percent and increases to 90 percent in 2007.  

• Georgia conformed to the federal expensing provisions contained in IRC sec. 179.  This provision allows expensing of a maximum of 
$100,000 in qualified property.  The value of the property cannot exceed $400,000.  The provision defines qualified property to 
include purchases of off-the shelf software.  The provision also indexes the $100,000 and the $400,000 amounts for inflation.  The 
appropriate amounts for 2005 are $105,000 and $420,000. 28 other states conform to this provision.   

•  Georgia is one of 18 states that does not adopt the federal provision specified in IRC Sec. 199, the Qualified Production Activities 
Income deduction.  

• Georgia provided for an additional $500 tax credit per new full time employee. 
• Georgia provided for a tax credit for production companies with a minimum investment of $500,000.  The credit is equal to 9 percent 

of the company’s investment.   
• Georgia created a 4 day sales tax holiday for the purchase of Energy Efficient products.  
  
2006: 
• Georgia allows a credit against state income tax liability for child and dependent care expenses.  In 2006 the state credit is equal to 10 

percent of the federal version of this credit.  In 2007 the state credit is equal to 20 percent of the federal credit.  The state credit will be 
fully phased-in  in 2008 and will be equal to 30 percent of the federal credit.    

• Georgia allows a tax credit for certain employers who allow their employees to telework.  The maximum value of the credit is limited 
to $1,200 per employee.  The aggregate amount of the credit that may be claimed in 2008 by all employers is $2 million. 
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• Georgia allows a credit against state income tax liability for the donation of real property that qualifies as conservation land.  The 
credit is equal to 25 percent of the fair market value of the land.  The maximum value of the credit cannot exceed $250,000 per 
individual and $500,000 per corporation.    
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B.  Proposed Changes  
 
A number of tax law changes have been discussed in various forums.   
 

 
o Level the annual increase in tax revenue for state and local governments (TABOR) 
 
o Eliminate property tax funding for schools, replace with increase the State sales tax 
  
o Eliminate the Income Tax and increase the Sales Tax  

 
o Streamlined sales tax project 

 
o Elimination of the individual and corporate income tax 

 
o Reduce the Insurance Tax 

 
o Cap the annual increase in assessed values for property tax purposes 

 
o Eliminate the property tax on motor vehicles 

 
o Eliminate the property tax on inventory 

 
o Replace corporate income tax with a value added tax 

 
o Expand the sales tax base by taxing more services 

 
o Add an Earned Income Tax Credit 

 
o Revise the Income Tax rate structure 

 
o Add a property tax circuit breaker 
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